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has been more genetous in providing hatd currency

Given its currently

strong balance-ot-paymentn position. Moscow may prete: to offer

more hard curtency loans tathet than comnodity c:edits,‘

A
..; 1| 1.

i i !

,-);
oy .

; ‘:especially since the USSR will find itself hard ptessed to supply

I B

FNE
and food

’I Igv;:

;
;'. ;». !

,,
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fw’u -' .:

stuffs._

‘ ,Polnnd's requitements for additional deliveties o! oil, .raw
We also believe. however, that Moscow

e f;will be unwilling and unable to ptovide on a continuing ‘basis the

; nassive, long-term hard'cnrxency assistance 80 badly needed by

é' warsav‘ Instead it

|
|

SOViets na

will'hope that the west will take the lead.
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Soviet economi

1980 consisted of
ilia{ '

extended inll?ri a

fOther assistance;v
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' tutnished.1 Treila
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civil distutbances
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biilion ruble .credi
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c! and financial'assistance to Poland before

i |
wo 1atge credits (Lainly soft cur:ency)

i

J
1976, and a hard cutrency 1oTn ia 1978.

ttade cOHcessions was also apparently

f”-
‘étinge:ed by tood pr
tiextended
FLntly a 1li
it

l
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{
e t ctedits we:e extended in response to
i
' ice incteases.

The 1~

in 1971 included $100 million in

ne ot~o:edit on commercial terms
1 i

from Moscowjuatodn
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nevar used'it

pay.
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in uondon.. The Poles reportedly
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becabse the terns were stiffet than! they wished to
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diy did not!include hard ourtency. The Soviets
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o above plan sﬂ,.r’ +s.0f raw materials and and consvmer
‘e

goods to poltnd und to resume grain deliveries, suspended

(

in 1975 76 because of the disastrous 1975 soviet grain
harvest: ;fé | | ;
| ‘
o incroased crude oil ahipments in 1977-80 and perhaps

deliveries of raw materials. such as iron ore, that

Polano had been buying £rom the West for hard currency;
" [ ; ?

| |
o pay on delivery for Polish equipment used in joint CEMA

and,,i

projects 1n the USSR rather than when the project came on
streeﬁ. |. 1 |I f '
I - i .
It "is not. clear whether the 1976 credit represented an extension

"of the drawdown period on the 1971 credit or an additional

credit. In ary eééﬁu; Polréggtrade data suggest tnat only a
portxon of these eredits wereldrawn. :

The soviets mry have prorided other asaistaece to the Polea‘
durlng the 19703 byi(a) permitting Warsaw to divert exports £rom

‘ 5’ i ’
R

i ‘,;-» 1
the USBR tofthe_Weat‘ (b) making above-plan deliVeries of raw
i B

i {

matorials and'othor”comuoditiec. and (c) paying higher pricea tor‘

d||,' 1”" i

[ 4

;';Pollsh ceal than Warsaw :eceived trom wentern oustomera. As a

e

"‘:l‘ A|} . t‘.A

-result. Poiand accumulated trade defieits with the ussn of nearly
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; 970land Tia—1sso. 'In addition, other 'CEMA
"i.' "!: :, |! ¥ ' HAI’ ,
'notably nungary|and Czochoslovakia - may have
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noney.marketa;on Poland's behalt.:[::::::::]
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Soviet Ald in 1980
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:emaining 3205 mill
- i

’million loanlhnd two'burposes: to help cover mor

i | .
The SOViet Union has provided Poland an estimated $900

million in aasiatance in 1986, about one-third otiit in hard

currency credits. Two aid packages were announced in

September. Faid

that betwoeneﬁay ih& Augult tbe USBR had extendedlssso.million in

hard cuttency loans.; The Polish media announced a second aid

.I‘
i

'package of 3690 million £ollouing a Polish delegation g 11-12

SIS |
Septembet visit to Moscow._ Although the total exceeds $1.2
\l ' i : r
billion, Polish officials hwve admitted that there is double
‘:‘ ], ; =i’ 1|'§‘ i
counting and that most of tbe aiad Moscow has contributed in 1980
». : | \

' »haa been so!t cutrency lending. | f

A Poliah| — |told | ~—] in warsaw

A

that the 3550 million in credits extended in May-nuguat included
! I

$300 million in ehort-tern ctedits extended by the Soviet Foreign

Trade Bank in Auguat and 345 million that Weatern 8ovie*-owned
banko contributed to the]$325 million Butodollar syndication
aiqnedlin_A??uag.iennavalno lent Poland sro million in May which
ve believe ialnoti:ncluded in the 3300 million pnckge.% The

o

: on ot tho 3550 n.llion package teportedly ie
‘ ‘-]||\ i .
a sott currency loh

i '
: r :
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Jsdetails o! which are unavailable. The $300
i

e than $20

SRt |
million in withdtauals ot hatd curtency funds £rom personal and
i |-i 11 ’ b I | R

i

olish banka between 27 August and 4

fltoreign eccounta h}
. i ‘ o
September‘and to i'ence purchaaea of tood in the West. Poland
reportedly hen)al 3'5§ used 330 million ot the credit to buy
sugar in ﬁeotecn ope. ‘and Warsaw is negotiating to buy
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’additional augat[”beet, and pork. The Poles have repaid: $20

mlllion of thia loan.,possibly teturning the deposits to polish

: e :
o H : i ‘ . i ) |
banks. : ;!ggz ylg R | Co ﬁ

I !

The 345 million 80viet contribution to the Eurodollar

'syndication ptobably gsaved the Euro-loan.f A Canadian bank had

B
withdtawn. and 1t appeared that the loan would collapse if it dia

>

o
"E not exceed $300 million. Moreover,rthe sovxet )articipation,
| carrying with 1t evidenae of Moscow'a aupport, encoutaged the

Western lenders. Soviet participation had strings attached,
] | 3 | ’

| however. In early August MNB had turned down an offer to join

the syndication becauae Moscow ruled that MNB could lend to
i 1
! Poland only to tho extent that Poland tepaid earlier loans by

vf i MNB. Poland teluctantlv agteed to repay.

1

R ' | |
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i |
The funda Polaad reea1Ved from tha loan were thus reduced

\

_by tha 340 millionlin early :apaynantn.k1

[13 1i i
, The $690Tm111£on packagelannounced 1ncludedithree
1 Y ' i A H)t'lll I
componentasiidelivariaa of ccmmoditlea worth $150 million it

biflpurchased cn}Westéfn&?atﬁeta*; postponement of 3280 million in
l,‘l”“:repanenﬁs_Hn} nlnfﬁﬁanﬁ ?2601m11110n 1u lo-yearﬂ 1ow-intereat
z.I;c:udlta. Thnfqémn%hléy dallvaLial ipcludod 500, ooo tona of grain,
’ f}fﬁnlndustrialJ|a“$natti“alaqandlgtbaa ggoda; The do!erment of $280
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tf calcalated fpom the ruble amount. znnounced) the figure

:would comchtow$13pﬁmillion at the Soptembnr exchange rate,
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o_tetm credits: $$ota#11ng $300 million; of which Siolmillion.has
P

been repald).f'rhe low lntetest credits probably tepresent an

":i'attangement tﬁéé allows Poland‘to tun a highet deficit in its
“‘:;' ttade with the Ussn,‘cith the éoviets giving Poland ten years to
. repay thronghlincteased expott; to the USSR.
A ; The following tabulation cummazizes our estimate of Soviet
“fwég; aid. to Poland‘ln 19&0. ﬁi éi S |
| i L #.} #Enatd?”urrencx ‘ ?
'}isquuﬂé : .s '.katendeoij: ?g 255 5}85 million;
‘,:tjgg" ?:.' o Repaid ?éii ?é i; ‘f '-GO‘million;
{1 .:js;outseanaing sazs munoni
E:EE?'{f f ; w'vfgqﬁ c;: sof‘ Currencx o
RIS thondodv SN $595 million
; Hav-August I :: f $205;millioo§
; ;;‘8eptember h f ! 3390.millioﬂ:
i‘fw The 89ptembet sottlcuttency ctedit 1nc1udes above plan deltveries
E: of gooda wo:th §13é mlllion.The hard currency c:edits may bn
 ?31 . higher ‘than Q: ?avo estimatedlif Soviet banks in the West have
tf:Hj | g:antod unanoouoced;;oona. rhe sott cut:ency component in the
fé“{”ﬁ tabulation may be !o'ove:eatimate bccause the 3130 million in
5 g‘i | above plan;oclivorioa ‘might have becn included in one of the soft
: f‘ curroncy orodito. ;_ .'
i a i i f: Purthocféociet|aid was dlscussed durlng the 30 October visit
fi ?5\ to Moacow bfléaoia a;d Pinnawski, but the details have not been
' ?.% revealed.(vfﬁo IOGUI‘IQQNI to)havo been on the longer term; press
'”f;iT 'communiques eéphasi;co economlc cooperation in ag:iculture and
% j ‘other lndusttieo..fy — | ’ b tepozted on 3
] b L
C o SR ~5-.




.:@¢.§ ;
| L l
SN 'E"m | '
; viets agreed to above-plan deliveries of

Novembet that: the

cotton, iron ore. oil and £ood -~

it warsaw successfully handled

the . 801idatity registration iaeue and prevented further strikes.

)

' . |

what the SOviets COuld/would Do

.
|

Mogcow ie cutrently in a strong balance-of-payments position

l

and presumably could p:ovide more hatd currency ctedits,

1

patticularly since they are made on comme:cial terms.

Such

assistance is more likely this yeat and next, but the massive,

long -term herd curtency financing Poland tequitee "would be beyond

Moscow's capabilities ‘even if . it wete willing to
l

Moreover. the Soviets would wish to avoid

il
precedent £0t other East

aid.

Buropean countties. Mo

probebly p:ete:a to have the West provide ‘extens

loans as long as it perceivea no se:ious threat

hegemony in the Comnunist camp.

g:ovide such

aetting a

acow. in fact,

ive hard currency

to Moscow's

.t

bleme themselves

above-plen delivetiee of

d curtency

may be less

rhe soviet

l' provldinq
|| . H

i The Sovioel 174 £aoing ae:ioue eoonomio pro
and may !ind the pfo;ilion oﬁ}additional
commodities;%owpolrooieoen mo:e onetoPs than har
olsiltanoe.luln thi:_eense. oetd ouigonoy loanl
conoeunioneryﬁghae lo!t_ourte%oy elaietenoe.

oonsumer;‘ieceo vi:h'deolinioq neatlsupplie- beoauae ot two bad
harveete. Joulo oo;+?ote+oebl% f"‘Pﬁ Piﬂ leado:
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?': The Poles ‘have! asﬁed the WQet Jor

more ‘than 310 billion in the

form- of rescheduling tepayments due in 1981-83 and in export

‘erodits., Wwarmaw's borrowing need

s include about i$4 billion

.annually to oovetccut:ont aocount deticite in the next few yoarn

and sone 319

illion in 1981-83 to eervico Poland'e hard currnncy

dt‘bt. ll‘ ; '}i'. : %“_
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“ﬂi5'tha1n and/or meat to

()
.caretully 1n a

1
%Polee whoae level of meat consumption is
A

g'ﬁalteady higher then thet of the average Soviet citizen. The
|| soviets will also tind it difticult to part with additional

' supplien ot o11 and othet raw mate:ials given the proapect of

elowet growth in ptoduutton and increasing exttaetion costs. The

1

'é ussn may be willing{ howeve:. to permit Poland to divert some
' exports to the West normally destined for the USSR That may

'become necesse:y it output of impOttanr volish hatd currency

earners auch as hatd coal continues to clump as a result of the

1

strike settlement agteementa. |

The SOViet decision cn wheth' and how much aasis ance to
lz-<-
provide Polend will not be an easy one and will in the final

anelyaia be mote political than economic. Much will depend on
the outcome ot cutrent dlscLssiona between.the Polish regime and
the workers. Por thertime being we btelieve that Moscow will

continue its piecemeal. ad hoe approach te aeeietance in order to

I
'

p:event aerioue diaruprione end avoid the need !o: 80viet

“; At the same time, Hoscow will attempt to

exact pelltieal and economie cencessiona trom the Pelee for any
I
assistance. ;Bﬁt:becauae ot expected resistancn? by Poliuh
o Tl
as E"'11 as Polieh leeders will have to tread
i

|
worketl. SOvi %
Ttempt%ng to int:oduce badly needed austerity
oland | |
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